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Despite predictions by international lenders and government officials that the economic recession
is coming to an end, many Argentines see little evidence of a recovery and social problems continue
to plague the nation. The hardships that continue to exact a heavy toll on the working poor have
brought strong criticism from many sectors, including the Catholic Church, the labor movement,
and opposition parties.
In 1991, President Carlos Menem's administration launched a far-reaching structural adjustment
program that, among other things, pegged local currency to the US dollar, privatized bloated public
companies, and shrank the size of the state through thousands of public-sector layoffs. Economy
Minister Domingo Cavallo, architect of what for several years was called the "economic miracle,"
succeeded in lowering annual inflation to just 1.6% by 1995, down from 4,900% when Menem took
office in 1989.
Under Cavallo's guidance, the economy's average growth rate was more than 7% per year from
1991 through 1994. However, the economy hit a downturn in 1995, in large part because of fallout
from the Mexican financial debacle that exploded in December 1994. The Mexican crisis had a ripple
effect on many Latin American economies, particularly Brazil and Argentina (see NotiSur, 03/16/95
and 09/28/95).
As a result, according to official figures, Argentina's GDP fell by 2.5% in 1995, although some private
economists say the drop was closer to 4.4%. Still, the government insists the economy will rebound
this year. President Menem, for example, optimistically predicts that annual inflation will drop to
as low as 1% by year-end 1996, and he estimates that the GDP will expand by 5%. In a display of
confidence, which some see as wishful thinking, the government has applied for membership in
the Organization for Economic Co-operation and Development (OECD), a club of rich countries.
Menem boasts that, if Argentina were seeking membership in the European Union (EU), the country
already meets all but one of the trade bloc's strict membership criteria. Nevertheless, such bold
government claims of economic success rankle Argentines who do not share in the good life (see
NotiSur, 05/19/94).
The Catholic Church, political opposition, and labor groups charge that any improvement has
not filtered down nor made a dent in the country's staggering unemployment rates. According to
official statistics released in October 1995, unemployment remained at 16.4% of the economically
active population (EAP), down only slightly from the peak of 18.6% reported in May 1995. Still,
even at 16.4%, the unemployment rate remains alarmingly high. According to official statistics, the
unemployment rate was 12% in 1994 and 7% in 1991.
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Moreover, many private economists say the real unemployment figure is higher than official
statistics reveal. Some private sources say that, as of mid-1996, the figure remained above 17%, while
the distribution of wealth has become even more unequal. The private Research Foundation for
Development (FIDE) reports that the share of total income earned by poorer Argentines in greater
Buenos Aires fell to 13.3% in 1995 from 14.8% in 1990. Meanwhile, the share earned by wealthier
Argentines in the capital area, where one-third of the population lives, rose from 50.7% to 52.7%.
Mercedes Marco del Pont, a director at FIDE, said job losses and salary cuts among both public
and private-sector workers are widening the gap between rich and poor. "The portion of income
going to the poor is shrinking," she said. "The distribution of income has been regressive." Added
Carlos Rodriguez, director of the private Center of Macroeconomic Studies, "The economic plan has
been good for many, but not for all. Changing from a medieval to a modern economic system has its
costs."
One of the highest costs is unemployment and the government seems unable to make a dent in it.
According to official figures, 146,613 persons received unemployment benefits in February, a 1.6%
increase compared with January. Recipients receive monthly benefits of US$317, while the basic
cost for minimum subsistence for a family is estimated at US$1,000. "Available indicators reveal that
poverty has worsened in the past few years, that regional inequalities have deepened, that there
is a growing concentration of income," reads a recent report by an Argentine Senate committee.
"Consequently, a social framework exists in which the quality of life is deteriorating."
The Argentine Catholic bishops have strongly criticized the Menem administration for its failure
to address the growing social problems. The traditionally conservative hierarchy's increasingly
critical voice regarding social and economic conditions is relatively new in Argentina. One Buenos
Aires priest, Luis Farinello, said the reason can be understood by looking at his parish. "Of every ten
people who come to my church every day, only one comes to arrange a baptism or marriage or carry
out some church-related business," said Farinello. "The other nine come because they need work,
housing, or food." The battle between the church and the government heated up when bishops
Miguel Hesayne of Viedma and Justo Laguna of Moron criticized US Secretary of State Warren
Christopher for calling Economy Minister Cavallo a "hero" for his economic program. "Cavallo is
a technocrat incapable of evaluating the social impact of his economic plan," said Laguna. "This
'heroism' was at the cost of much poverty and suffering."
While admitting that Cavallo's reforms have scaled back inflation and attracted millions of dollars
in foreign investment, church leaders say that they also left as much as 47% of the EAP jobless in
some provinces. "I challenge Menem to come see the appalling misery here in the north of the
country," said Jesus Olmedo, bishop of La Quiaca. "Menem and Cavallo represent the satanic
adjustment program that is being imposed on Argentina." Other bishops have called the economic
plan "perverse" and a "slow form of genocide."
In a statement issued after private talks with Menem and Cabinet chief Eduardo Bauza on March 18,
the church's social-pastoral committee urged the government to soften its economic policy and look
after the needs of the unemployed, pensioners, and children. "There is an urgent need to make the
economic system more flexible and humane," read the committee's statement. "Social costs should
be evenly shared and should spare the poor."
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The statement also referred to the "deep crisis in social services, the drama of pensioners, youth
without work or any possibility of finding work, problems of malnutrition and violence among
children, the government's failure to start the previously announced massive housing construction
program, and the hasty implementation of a new education law that has increased the number
of unemployed teachers." The church has not been alone in its criticism. In early May, the progovernment labor organization Confederacion General del Trabajo (CGT) said it was dismayed at
unemployment that it estimates is 21% of EAP.
The group's secretary of housing, Oscar Lescano, said the huge unemployment rate forces
thousands of persons into desperate situations. In addition, more than 2 million Argentines depend
on state hospitals for health care, since they have no medical coverage through their union or
through private insurance. Argentina's health system has been described as being on life- support.
Critics say that families of patients assume the role of hospital employees: they take care of the
patients, buy the prescribed medicines and needed supplies, and pay extra quotas for basic services
that should be free. Besides its devastating effect on the poor, the recession has also taken its toll on
small businesses, many of which have been forced to close. After a period of high consumerism in
the early 1990s, the recession has severely limited consumption by much of the population.
After Menem addressed the opening session of Congress on March 1, opposition legislators strongly
criticized him for failing to address the serious national problems. Carlos Alvarez, deputy for the
center-left Frente de un Pais Solidario (FREPASO), said the president failed to discuss his fight
against corruption or his earlier promises to "pulverize" unemployment referring to Menem's 1995
promise to create 300,000 jobs a year during his second term (see NotiSur, 07/14/95 and 01/26/96).
And, deputy Floreal Gorini said Menem's speech was about "some other country, not Argentina,
since he did not consider, seriously and responsibly, the colossal increase in unemployment."
The situation has been further complicated by ongoing disagreements between Menem and Cavallo,
which many say stem from the ongoing recession. "The economy is going badly and that makes
the tensions between Menem and Cavallo even worse," said Rodolfo Terragno, president of the
opposition Union Civica Radical (UCR). "The country has suffered several successive quarters of
recession, a drop in income, record unemployment, and an increase in the debt. Naturally, tensions
rise, with reciprocal recriminations, which just go to show that there really is a crisis." In March,
in an effort to retake the initiative in the face of such widespread criticism, Menem solidly backed
Cavallo in a public statement. "Cavallo will continue firmly in his post," said Menem. "The minister
has the full backing of the president." And, in late March at a meeting of the Inter-American
Development Bank (IDB), Menem reiterated his commitment to the structural reforms that make
up the foundation of his economic policy. "The convertibility plan is, and will continue to be, the
essence of the economic plan," said Menem, referring to the original 1991 structural adjustment
blueprint that pegged the peso to the US dollar.
Memen stressed that his administration is committed to overcoming poverty through free-market
policies that emphasize education and promotion of small- and medium-sized businesses as sources
of employment. However, in mid-April, Cavallo admitted that the plan had not accomplished all
that its backers hoped. He recognized that the administration had failed to meeting the pledge made
by Menem during his re-election campaign to create 300,000 jobs per year.
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Nevertheless, he insisted that this year would bring an improvement. Lending support to the
government, in late May, the director of the International Monetary Fund (IMF), Michel Camdessus,
said Argentina's economic program was progressing well, despite the serious unemployment.
However, he said that to lower the unemployment rate, Argentina only needs to apply its
adjustment policies more energetically. "If just one justification were needed to continue the effort
at modernization of the state and of structural adjustment, it would be precisely the need to grow
to foment the creation of jobs," said Camdessus after a meeting with Menem in Buenos Aires.
(Sources: Notimex, 03/12/96; Reuter, 02/27/96, 02/29/96, 03/18/96, 04/02/96, 05/27/96; Deutsche Press
Agentur, 05/28/96; Agence France-Presse, 02/20/96, 03/01/96, 03/04/96, 03/11/96, 03/13/96, 03/16/96,
03/19/96, 04/29/96, 05/10/96, 05/21/96, 06/03/96; Inter Press Service, 03/19/96, 03/20/96, 06/04/96)
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